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INTRODUCTION 


The  Montana  State  Board  of  Investments  is  honored  to  submit  its  Annual  Report  for  the  fiscal 
year  ended  June  30, 1987.  The  purpose  of  this  report  is  to  disclose  investment  performance  for  fiscal 
year  1987.  Individual  year-end  portfolios  are  shown  under  separate  cover  titled  "Supplement — 
State  of  Montana  Board  of  Investments  1986-1987  Fiscal  Year  Report — Portfolios!' 

The  uniform  investment  program  established  by  Article  VIII,  Section  A  of  the  1972  Montana 
Constitution  directed  that  the  Board  of  Investments  have  sole  authority  to  invest  state  funds  in  ac- 
cordance with  the  laws  and  Constitution  of  the  State  of  Montana. 

The  Board  operates  under  the  "prudent  expert  principle"  which  requires  the  Board  to  dis- 
charge its  duties  with  the  care,  skill,  prudence,  and  diligence,  that  a  prudent  person  acting  in  a  like 
capacity  with  the  same  resources  and  familiar  with  like  matters  exercises  in  the  conduct  of  an  enter- 
prise of  a  like  character  with  like  aims;  to  diversify  the  holdings  of  each  fund  to  minimize  the  risk  of 
loss  and  to  maximize  the  rate  of  return;  and  to  discharge  duties  solely  in  the  interest  of  and  for  the 
benefit  of  the  funds  managed.  Investments  in  Montana  businesses  that  maintain  existing  jobs  or 
create  new  jobs  are  permitted  as  long  as  the  investments  meet  the  standard  of  care  required  by  the 
prudent  expert  principle.  Common  stock  purchases  are  restricted  to  pension  funds  only. 

The  Board  of  Investments  consists  of  seven  voting  members  appointed  by  the  Governor  and 
includes  five  members  who  are  informed  and  experienced  in  the  subject  of  investments  and  one 
member  each  representing  the  Public  Employees  Retirement  Board  and  the  Teachers  Retirement 
Board.  The  Board  meets  monthly  to  review  portfolio  and  performance  reports  and  approve  invest- 
ment activity. 

The  Board  of  Investments  staff  consists  of  an  Investment  Officer,  an  Assistant  Investment  Of- 
ficer, six  Portfolio  Managers  and  Financial  Analysts,  seven  Accounting  personnel,  and  a  Secretary. 
The  staff  seeks  the  optimum  possible  investment  performance  within  the  investment  guidelines  out- 
lined in  state  statutes  and  consistent  with  the  investment  objectives  of  the  various  funds  it  manages. 
Total  assets  managed  at  June  30,  1987  exceeded  2.35  billion  dollars. 
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PERFORMANCE  (1978-1987) 

Common  Stock 

18.1% 

Bonds 

10.9% 

Inflation 

6.5% 

MONTANA  INVESTMENTS  (6/87) 

Mortgages                          $  116 

Certificates  of  Deposit  17 

Loan  Commitments  24 


$     157  (Mil.) 


GENERAL  FUND  IMPACT  (1987) 

Income  Earned  $  48,745,258 

Expenses  Charged    $        117,000 
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Assets  at  book  value  on  June  30,  1987  totaled  $2.37  billion,  a  10.4  percent  advance  from  the  previous  year.  Total 
investment  income  declined  .4  percent  to  $239  million.  Asset  base  growth  was  not  sufficient  to  offset  lower  interest  rates 
resulting  in  a  nominal  reduction  in  investment  income.  The  Board  of  Investments'  earnings  over  16  years  exceed  $1.7 
billion.  The  chart  above  depicts  graphically  the  10  year  compounded  annual  growth  rate  of  total  assets  and  investment 
income. 

The  asset  mix  stated  at  book  value  was  97  percent  fixed  income  and  3  percent  common  stock  at  year-end.  Fixed 
income  distribution  included  49  percent  corporate  bonds,  23  percent  government  bonds,  22  percent  short-term  securi- 
ties, and  6  percent  Montana  obligations.  The  following  pages  provide  a  performance  summary  for  each  major  asset  type 
along  with  graphs,  schedules,  and  audit  reports  which  summarize  the  Board's  activity  for  fiscal  1987. 


FIXED  INCOME  INVESTMENTS 

In  fiscal  1987,  Montana's  bond  portfolios  compiled  a  total  return  of  6.3  percent,  or  slightly  better  than  the  Salomon 
Brothers  Index  and  S.E.I.  Median  which  returned  5.6  percent  and  5.7  percent  respectively. 


Fixed  Income 


Comparisons 

Annual  Return 

Fiscal  Year 

1978-87 

1987 

10.9% 

6.3% 

10.0% 

6.4% 

9.5% 

5.6% 

9.6% 

5.7% 

Montana  Bond  Portfolios 
Shearson  Corp.  Index 
Salomon  Brothers  Index 
S.E.I.  Median 

The  Shearson  Corp.  Index  registered  a  higher  time  weighted  total  rate  of  return  because  it  includes  funds  heavily 
invested  in  short-term  securities  which  experience  less  price  depreciation  in  a  period  of  rising  interest  rates.  An  active 
bond  swapping  program  executed  trades  totaling  $50  million,  increasing  the  weighted  net  yields  to  maturity  by  17  basis 
points  (100  basis  points  equal  1  percent). 

The  cyclical  interest  rate  decline  that  began  in  1984  ended  in  the  fall  of  1986  about  the  same  time  commodity  prices, 
especially  oil  prices,  started  to  firm  and  the  dollar  began  its  precipitous  decline  against  major  currencies.  The  Fed  main- 
tained an  accommodative  policy  while  pledging  to  not  let  the  dollar's  decline  get  out  of  control.  As  the  fiscal  year  ended 
economic  activity  was  accelerating  and  interest  rates  rose  as  illustrated  by  a  three-step  prime  rate  increase  to  8.25  percent. 

Interest  rate  changes  for  the  past  4  years  are  graphically  displayed  on  page  7.  The  decline  in  long-term  treasuries 
after  reaching  an  8  year  low  of  7  percent  soared  to  9  percent  at  fiscal  year-end  and  currently  has  traded  as  high  as  9.75 
percent. 


DIRECT  MONTANA  INVESTMENTS 

The  Board  of  Investments  has  six  programs  for  direct  investment  in  Montana.  These  programs  are  carried  out 
through  participating  financial  institutions  across  the  state.  Approximately  one  hundred  institutions  are  participating. 
Total  new  monies  invested  in  these  programs  was  $61.9  million  during  the  year. 

Montana  Mortgages 

There  are  four  programs  that  purchase  Montana  Mortgages:  The  Conventional  Residential  Loan  Program,  FHA/ 
VA  Loan  Program,  Multi-Family  Loan  Program,  and  the  Commercial  Loan  Program. 

The  Board  serves  as  a  secondary  market  to  financial  institutions  (seller /servicers)  throughout  the  state.  Net  yields 
are  set  using  quotes  provided  by  the  Federal  National  Mortgage  Association  (FNMA)  and  the  Federal  Home  Loan  Mort- 
gage Corporation  (FHLMC),  the  two  major  secondary  market  makers.  Mortgage  offerings  are  submitted  on  a  participa- 
tion basis  or  sold  wholly  to  the  Board.  Mortgages  in  these  programs  are  secured  by  single-family  residential,  multi-family 
residential,  and  commercial  properties  located  in  Montana. 

The  Board  issued  over  $50.7  million  in  mortgage  commitments  to  financial  institutions  during  the  year.  Nearly  93 
percent  of  the  loans  offered  under  commitments  were  purchased  by  the  Board,  totaling  $35.8  million.  As  of  June  30, 
1987,  commitments  issued  and  outstanding  totaled  $23.8  million  and  outstanding  loans  totaled  over  $116  million.  This 
balance  represents  ownership  in  approximately  3000  Montana  mortgages  and  provides  a  prime  source  of  monetary  li- 
quidity to  Montana  financial  institutions. 

The  largest  loan  commitment  was  to  Montana  Resources,  Inc.  located  in  Butte.  This  commitment  helped  create 
over  300  jobs  in  the  mining  industry. 


Small  Business  Administration  (SBA)  Loan  Program 

This  program  involves  purchasing  the  guaranteed  portion  of  SBA  loans  from  Montana  financial  institutions.  The 
seller/servicer  is  required  to  retain  the  unguaranteed  portion  and  service  the  entire  loan.  Two  SBA  loans  were  offered  in 
1987  and  both  were  accepted  and  purchased  totaling  $253,116.  The  secondary  market  for  the  guaranteed  portion  of 
these  loans  is  well  established.  This  means  Montana  financial  institutions  shop  around  for  the  best  possible  rate.  Because 
most  of  the  loans  are  sold  outside  the  state,  much  needed  capital  is  brought  into  Montana. 

Certificates  of  Deposit 

Financial  institutions  sell  certificates  of  deposit  to  the  Board  after  satisfying  pledging  requirements.  The  interest 
rates  on  these  deposits  are  competitive  with  national  rates  for  money  market  instruments.  Purchases  of  certificates  of 
deposit  by  the  Board  totaled  $26.0  million  with  an  outstanding  balance  of  $16.7  million  at  year-end.  The  outstanding 
balance  includes  $377,500  in  deposits  under  the  Agricultural  Production  Linked  Deposit  Program. 


COMMON  STOCK  INVESTMENTS 

Montana's  equity  portfolio  (Montcomp)  had  a  26.7  percent  total  rate  of  return,  exceeding  the  25. 1  percent  return  regis- 
tered by  the  S&P  500  Composite  Index  and  well  ahead  of  the  20.9  percent  median  return  registered  by  SEI  Funds  Evalu- 
ating Services  Universe  of  tax-exempt  funds.  The  stock  market  steamed  ahead  with  foreign  participation  gaining  cre- 
dence as  a  force  in  the  American  equity  market.  Stable  economic  growth  with  little  threat  of  a  recession  helped  investor 
confidence.  Profits  in  excess  of  $1 1  million  were  realized  during  fiscal  1987  as  positions  in  overpriced  issues  were  reduced. 

Performance  Comparisons* 

Equities 

Montana  Common  Stock 
S&P  500  Composite 
Dow  Jones  Industrials 
S.E.I.  Median 

*  The  annualized  time-weighted  total  rate  of  return  is  the  standard  formula  used  to  measure  relative  performance. 
Income  yield,  plus  the  gain  or  minus  the  decline  in  market  value  (often  unrealized),  adjusted  for  cash  flow  timing,  pro- 
duces the  total  rate  of  return  results.  The  Board  publishes  the  "Supplement"  which  lists  individual  assets  by  fund  with 
market  values  indicated.  The  "Supplement"  should  be  reviewed  along  with  this  "Fiscal  Year  Report!'  Other  useful  mea- 
surements of  return  are  the  income  yield  on  page  48  of  this  report  which  ignores  market  value  changes,  or  simply  the 
growth  in  income  earned  on  page  12. 


Annual  Return 

Fiscal  Year 

1978-87 

1987 

18.1% 

26.7% 

17.0% 

25.1% 

16.1% 

32.1% 

17.6% 

20.9% 

Portfolio  Summary  (in  Mil.) 

Market 

Total 

% 

Asset  Mix 

Value 

Cost 

Gain 

Basic  Industries 

18 

8 

225 

Consumer  Industries 

50 

13 

285 

Energy 

37 

17 

118 

Financial 

23 

10 

130 

Technology  &  Producer  Durables 

22 

10 

120 

Utilities 

29 
179 

17 

71 

TOTAL  PORTFOLIO 

75 



139% 

OPERATIONS 

Activity —  Dollar  volume,  excluding  repurchase  agreements,  increased  19  percent  to  $4.3  billion.  Commercial  Paper 
volume  grew  235  percent  as  spreads  versus  Treasury  Bills  remained  attractive.  The  number  of  buy-sell 
transactions  was  2,683.  Of  course,  other  transactions  to  record  principal  and  interest  payments,  security 
lending  income,  and  monthly  mortgage  amortizations  would  quadruple  the  number  of  transactions  re- 
corded annually. 

Lending —  The  Securities  Lending  Program  generated  $460,000  of  income  in  fiscal  1987.  Securities  loaned  through 
the  program  are  collateralized  at  102  percent  of  market  value  with  the  securities  valued  daily.  This  source 
of  income  is  dependent  on  market  volatility  and  the  interest  rate  on  fed  funds. 

Audit —  In  compliance  with  statutory  requirements,  the  investment  records  have  been  audited  annually  since  the 

Board's  inception.  The  audit  for  the  fiscal  year  ending  June  30,  1987  is  summarized  by  the  Auditor's 
Report  found  on  pages  24,  30  and  35  of  this  publication. 

Cost —  The  Montana  Board  of  Investments  is  one  of  the  lowest  cost  State  investment  operations  in  the  nation,  if 

not  the  lowest.  Total  operating  budget  of  $759,000  equals  $320  per  million  dollars  of  assets  managed. 
This  compares  favorably  to  the  $2,800  per  million  fee  charged  by  the  average  U.S.  investment  manager  in 
a  recent  Greenwich  Research  Associates  Study  of  380  public  funds.  The  Board's  operating  expenses  are 
charged  against  income  earned  on  a  pro  rata  basis. 

Board  Changes 

Patrick  McKelvey,  Public  Employee  Retirement  System  representative,  resigned  effective  April  1,  1987  to  accept  a 
position  on  the  Montana  Tax  Appeal  Board.  Robert  L.  Batista  was  chosen  the  new  Board  representative  from  PERS. 


Legislative  Activity  —  50th  Legislature 

Two  major  pieces  of  legislation  which  affected  the  Board  of  Investments  were  passed  by  the  50th  Legislature. 

House  Bill  449  urged  the  Board  under  the  Prudent  Expert  Rule  to  invest  up  to  3  percent  of  retirement  funds  in 
venture  capital  companies.  Whenever  possible,  preference  should  be  given  to  investments  in  those  venture  capital  com- 
panies that  demonstrate  an  interest  in  making  investments  in  Montana. 

Senate  Bill  298  merged  the  previously  separate  activities  of  the  Economic  Development  Board  with  those  of  the 
Board  of  Investments.  A  new  Board  was  established  to  oversee  the  entire  investment  program.  The  merger,  effective  July 
1,  1987,  will  be  reflected  in  next  year's  Annual  Report. 


Outlook  for  Fiscal  1988 


The  current  economic  recovery  shows  increasing  signs  of  becoming  extended.  Increasing  capacity  utilization  and 
tighter  labor  supplies  reinforce  growing  concerns  about  accelerating  inflation  and  rising  interest  rates.  The  Fed's  recent 
discount  rate  increase  mirrored  these  concerns  and  served  notice  that  the  Fed's  anti-inflation  policy  is  intact.  Additional 
Fed  action  tightening  monetary  policy,  whether  to  support  the  dollar  or  to  cool  an  overheating  domestic  economy,  runs 
significant  risk  of  precipitating  a  recession. 

Historical  relationships  between  the  stock  market  and  interest  rates,  book  value,  dividends  and  earnings  all  signal  a 
significant  market  top.  The  factors  propelling  the  market  higher  include  foreign  purchases  in  record  size  and  continued 
corporate  demand  for  shares  which  is  shrinking  the  supply  of  shares  available  for  purchase.  Neither  of  these  factors  can 
be  counted  on  to  push  the  market  higher,  thus  equity  investment  policy  remains  cautious  emphasizing  issues  with  value 
and  favorable  income  yield. 

The  use  of  fixed-income  securities  with  long  maturities  is  most  appropriate  as  investment  yields  exceed  the  long- 
term  historical  return  of  equity  investments.  Portfolio  additions  will  be  concentrated  in  companies  with  superior  balance 
sheets  and  recession  resistance  characteristics. 

Respectfully  submitted, 


James  R.  Howeth,  Investment  Officer 
I  /  James  R.  Penner,  Assistant  Investment  Officer 
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INTEREST  RATES 


30  Yr.  AAA  Corporate  Bonds 

•  30  Yr.  Treasury  Bonds 

*  1  Yr.  Treasury  Bi 
■  3  Mo.  Treasury  Bill 


06/82  12/82 


i 1 r 

06/83  12/83 


1         r 
06/84  12/84 


06/85  12/85 


06/86 


12/86  06/87 


Public  Employees'  Retirement  System  Fund 

Teachers'  Retirement  System  Fund 

Permanent  Coal  Trust  Fund 

Treasurer's  Fund 

Trust  &  Legacy  Fund 

Other  Funds  □ 

Highway  Revenue  Bond  Funds  D 

Other  Retirement  Funds  □ 

Resource  Indemnity  Fund 

Other  STIP  Funds  □ 

Educational  Trust  Fund 

Workers'  Compensation  Fund 

Long  Range  Building  Funds  D 

Various  University  Funds  □ 

TOTAL 


%OF 
TOTAL 

25.7 
24.9 


20.7 
19.5 


12.7 
12.6 


9.3 

9.4 


8.4 


AMOUNT* 

$  602,711,385 
528,965,810 


484,216,317 
415,031,553 


297,354,378 
268,837,277 


217,458,100 
200,691,103 


196,160,136 
187,482,189 


5.4 
5.6 

126,133,275 
119,636,524 

4.3 
4.1 

101,862,302 
86,323,472 

4.3 
4.2 

101,304,069 
88,404,767 

2.4 

2.5 

57,074,698 
53,059,673 

2.2 
0.8 

50,699,100 
16,288,300 

1.9 
3.6 

45,318,178 
77,108,077 

1.4 
2.2 

33,703,855 
46,538,869 

0.8 
1.3 

17,667,398 
28,581,158 

0.5 
0.5 

11,325,514 
11,185,838 

100.0 
100.0 

$2,342,988,705 
$2,128,134,610 

SOURCE  OF  INVESTMENTS 


FISCAL  86/87 
FISCAL  85/86 


*  Stated  at  Amortized  Cost— See  footnote  p.  48 
D  See  Schedule  A 


FLOW  OF  FUNDS 


INFLOW 


Investment  Income 
General  Taxes 
Coal  Tax 
Federal  Funds 
PERS 


Teachers'  Retirement 

Social  Security  Contributions 

Cities  and  Counties  

Other 


Total  Investments  6/30/86 
$2,146  million 


BOARD 

OF 

INVESTMENTS 


OUTFLOW 


Teachers'  Retirement 
Trust  Funds     


> 


Other    

Surplus  Treasury  Cash 
STIP    


> 


Daily  Expenses 


Total  Investments  6/30/87 
$2,370  million 


INVESTMENT  TYPE 

Corporate  Bonds 
Goverment  Bonds 
Common  Stocks 
Montana  Mortgages 

Montana  C.D!s 
Bankers'  Acceptances 
Commercial  Paper 
Repurchase  Agreements 


J 


Investment 
Income 


SUMMARY  OF  SECURITY  TRANSACTIONS 
FISCAL  YEAR  1986-1987 


SHORT-TERM 
Purchases: 

Bankers'  Acceptances 
Certificates  of  Deposit 
Commercial  Paper 
Government  Securities 
Repurchase  Agreements 
Total 

Sales: 

Short-Term 
TOTAL  SHORT-TERM  TRANSACTIONS 


PAR  VALUE 


$    1,618,987,462 

26,027,500 

1,536,500,000 

233,430,000 

16,124,888,000 

$  19,539,832,962 


$       125,085,000 
$  19,664,917,962 


COST/PROCEEDS 


$    1,598,452,923 

26,027,500 

1,521,768,466 

227,354,185 

16,124,888,000 

$19,498,491,074 


$       123,868,298 
$  19,622,359,372 


LONG-TERM 
Purchases: 

Common  Stock-Shares  838,300* 
Corporate  Bonds 
Government  Securities 
Mortgages 
Total 

Sales: 

Common  Stock-Shares  291,800 
Corporate  Bonds 
Government  Securities 
Total 
TOTAL  LONG-TERM  TRANSACTIONS 

TOTAL  TRANSACTIONS 

TOTAL  NUMBER  OF  TRANSACTIONS 


$  0 

430,755,000 

151,204,000 

35,839,137 

$   617,798,137 


114,761,500 

59,401,774 

$   174,163,274 

$   791,961,411 

$20,456,879,373 


$     7,510,766 

424,600,482 

150,072,498 

35,802,238 

$   617,985,984 


$    20,158,976 

118,945,123 

57,139,131 

$   196,243,230 

$   814,229,214 

$20,436,588,586 


2,683 


*Includes  604,300  shares  due  to  splits,  mergers,  and  stock  dividends. 
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Corporate  Bonds 

U.S.  Government  Securities 

Commercial  Paper 

Bankers'  Acceptances 

Montana  Mortgages 

Canadian  Obligations 

Common  Stock 

Montana  Certificates  of  Deposit 

Other  □ 


TOTAL 


%OF 

TOTAL 

AMOUNT* 

44.5 
42.1 

$1,055,630,280 
903,868,209 

22.4 

27.3 

531,048,852 
586,873,879 

10.7 
2.6 

254,686,479 
55,580,739 

9.8 
13.5 

230,884,618 
289,710,650 

4.9 
5.4 

115,595,772 
116,205,802 

3.7 
4.2 

88,590,031 
90,114,739 

3.2 
3.5 

75,999,364 
74,841,759 

0.7 
1.3 

16,777,500 
27,345,000 

0.1 
0.1 

1,437,581 
1,629,185 

100.0 
100.0 

$2,370,650,477 
$2,146,169,962 

TYPE  OF  INVESTMENTS 


FISCAL  86/87 
FISCAL  85/86 


*  Stated  at  Amortized  Cost— See  footnote  p.  48 
□  See  Schedule  D 


%0F 

CHANGE 

FOR  THE 

CURRENT 

YEAR 

Public  Employees'  Retirement  System  Fund         8.1 


Teachers'  Retirement  System  Fund 

Permanent  Coal  Trust  Fund 

Trust  &  Legacy  Fund 

Treasurer's  Fund 

Educational  Trust  Fund 

Other  Retirement  Funds 

Other  Funds 

Resource  Indemnity  Fund 

Workers'  Compensation  Fund 

Other  STIP  Funds 

Highway  Revenue  Bond  Funds 

Long  Range  Building  Funds 

Various  University  Funds 

TOTAL 


8.1 

(  0.4) 
(  1.9) 
(  3.5) 
8.8 
(  1.0) 
(24.9) 

10.0 
(16.8) 

13.3 
(52.0) 
(54.3) 
(26.3) 
(  0.4) 


AMOUNT* 

$     63,439,745 
58,693,664 


49,117,437 
45,425,369 


35,985,864 
36,133,950 


23,295,649 
23,755,608 


12,759,394 
13,215,592 


11,978,700 
11,013,065 


10,673,187 
10,785,376 


7,719,199 
10,284,386 


7,205,821 
6,548,573 


5,593,792 
6,726,313 


5,218,031 
4,603,662 


4,421,762 
9,214,919 


1,331,480 
2,910,636 


J 


TOTAL  INVESTMENT  INCOME* 


FISCAL  86/87 
FISCAL  85/86 


842,959  69 
1,143,878  L_] 


$  239,583,020 
$  240,454,991 


Modified  Income  plus  Accrued  Income 
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SHORT-TERM  INVESTMENT  POOL 

The  Short-Term  Investment  Pool  (STIP)  provides  a  short-term  investment  vehicle  specifically  designed  for  cash 
management  and  as  a  temporary  haven  for  long-term  investment  monies.  Maximum  maturity  in  the  pool  is  one  year. 
During  1987  the  STIP  program  saw  many  positive  changes  that  will  benefit  its  participants. 

STIP  enhancements  include  a  new  accounting  and  reporting  system,  fixed  unit  value,  monthly  distribution  of  earn- 
ings and  a  reinvestment  option  for  earnings.  These  changes  were  implemented  to  focus  on  the  needs  and  circumstances  of 
STIP  participants. 

STIP  had  1 16  participants  at  fiscal  year-end  including  24  local  government  or  school  district  entities.  Total  assets  of 
the  pool  were  $635  million,  a  244  percent  increase  from  fiscal  1986  with  local  governments  and  school  districts  holdings 
in  excess  of  $50  million.  The  large  increase  is  a  one-time  phenomenon  associated  with  consolidating  short-term  assets 
into  STIP.  Participants  in  STIP  earned  an  average  yield  of  6.34  percent  in  fiscal  year  1987  compared  to  8.25  percent  last 
year.  The  reduced  yield  resulted  from  significantly  lower  interest  rates.  The  average  maturity  at  year-end  was  90  days. 


ASSET  MIX 


REPO  5.6% 


REPO  8.2% 


CD  2.6% 


CORP  OBLIGATIONS  7.3°, 


CORP  OBLIGATIONS  41.2% 


FY  86 


FY  87 
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TREASURER'S  FUND 

The  Treasurer's  Fund  (Surplus  Treasury  Cash)  is  one  of  the  largest  non-pension  funds  managed  by  the  Board  of 
Investments.  Since  all  receipts  are  deposited  and  state  obligations  paid  daily,  the  invested  balance  is  very  volatile.  There- 
fore, liquidity  must  be  a  primary  investment  objective.  All  Surplus  Treasury  Cash  is  now  invested  in  the  Short-Term 
Investment  Pool  to  maximize  return  while  maintaining  good  liquidity. 

As  of  June  30,  1987  the  invested  balance,  stated  at  cost,  was  $218  million,  9  percent  more  than  the  fiscal  1986  year- 
end  figure.  The  net  investment  income  decline  to  $12.7  million  in  the  most  recent  year  was  caused  by  a  combination  of 
lower  interest  rates,  and  realization  of  unit  value  losses  from  previous  years  associated  with  the  conversion  to  the  new 
STIP  program. 

The  portfolio  yield  or  rate  of  return,  calculated  by  dividing  net  yearly  income  by  the  average  daily  invested  balance, 
was  5.49  percent  in  fiscal  1 987  versus  a  yield  of  6.42  percent  the  previous  year.  The  lower  investment  yield  was  the  result  of 
significantly  lower  interest  rates  causing  matured  securities  to  be  reinvested  at  lower  rates. 

Since  1971 ,  the  Treasurer's  Fund  has  earned  in  excess  of  $260  million  in  investment  income. 


ASSET  MIX 

Type: 

Fiscal              85/86 
Cost                 % 

Fiscal 
Cost 

86/87 

% 

% 

Change 

Bankers'  Acceptances 
Commercial  Paper 
Short  Term  Investment  Pool 
U.S.  Government  Securities 

$ 
$ 

51,352,312          25.6 
16,584,244            8.3 
48,910,740          24.3 
83,843,807          41.8 

S 
$ 

0 
0 

183,360,100 
34,098,000 

217,458,100 

0.0 

0.0 

84.3 

15.7 

100.0 

274.9 
(  59.3) 

TOTAL  INVESTMENTS 

200,691,103         100.0 

8.4  °/o 
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PUBLIC  EMPLOYEES'  RETIREMENT  SYSTEM  FUND 

The  Public  Employees'  Retirement  System's  (PERS)  invested  balance,  stated  at  book  value,  increased  13.9  percent 
to  $602  million.  The  $74  million  increase  is  the  net  difference  between  participant  contributions  plus  investment  income 
less  the  disbursements  for  benefits  and  expenses. 


Investment  income  advanced  8  percent  to  $63  million  in  fiscal  1987.  The  income  yield  dropped  to  11. 
compared  to  12.60  percent  in  the  previous  year. 


percent 


The  asset  mix  remained  little  changed  although  the  mortgage  balance  declined  with  record  payoffs  for  the  year.  The 
absence  of  the  Bankers'  Acceptances  and  Commercial  Paper  is  the  result  of  using  the  "new"  Short-Term  Investment  Pool 
for  all  cash  and  equivalent  investments. 

PERS  has  27,249  active  participants,  10,276  inactive  participants,  and  8,802  retired  employees  receiving  benefits. 


Type: 

Bankers'  Acceptances 
Canadian  Obligations 
Commercial  Paper 
Common  Stock 
Corporate  Obligations 
Land  and  Building 
Montana  Mortgages 
Montana  Obligations 
Short-Term  Investment  Pool 
U.S.  Government  Securities 
TOTAL  INVESTMENTS 


ASSET  MIX 

Fiscal 

85/86 

Cost 

% 

39,875,025 

7.5 

22,785,694 

4.3 

6,253,501 

1.2 

58,767,687 

11.1 

258,121,697 

48.8 

125,711 

0.0 

60,374,092 

11.4 

288,310 

0.1 

0 

0.0 

82,374,093 

15.6 

528,965,810 

100.0 

Fiscal 

86/87 

% 

Cost 

% 

Change 

0 

0.0 

— 

22,502,472 

3.7 

(  1-2) 

0 

0.0 

— 

59,015,187 

9.8 

0.4 

326,647,283 

54.2 

26.5 

121,031 

0.0 

(  3.7) 

54,638,998 

9.1 

(  9.5) 

177,691 

0.0 

(38.4) 

61,356,800 

10.2 

— 

78,251,923 

13.0 

(  5.0) 

602,711,385 

100.0 

13.9  % 
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TEACHERS'  RETIREMENT  SYSTEM  FUND 

The  Teachers'  Retirement  System  (TRS)  is  the  second  largest  fund  managed  by  the  Board  of  Investments.  On  June 
30,  1987,  total  investments,  stated  at  book  value,  were  $484  million  or  16  percent  greater  than  a  year  ago.  Investment 
income  rose  8  percent  to  $49  million  in  fiscal  1987.  Over  $304  million  has  been  earned  by  the  fund's  investments  since  the 
Board  assumed  management.  The  income  yield  decreased  to  1 1 .55  percent  in  fiscal  1987  compared  to  a  return  of  12.46 
percent  last  year. 

Additional  performance  statistics  are  presented  in  detail  on  page  21 .  As  shown  there,  TRS's  bond  performance  over 
the  ten  years  produced  a  10.8  percent  annual  rate  of  return  compared  to  a  9.5  percent  annual  rate  of  return  registered  by 
the  Salomon  Brothers  Index. 

Teachers'  Retirement  System  has  19,137  active  and  inactive  participants  and  5,861  participants  receiving  retirement 
benefits. 


ASSET  MIX 

Fiscal 

85/86 

Type: 

Cost 

% 

Bankers'  Acceptances 

$       24,675,285 

6.0 

Canadian  Obligations 

22,380,570 

5.4 

Commercial  Paper 

3,474,527 

0.8 

Common  Stock 

50,749,649 

12.2 

Corporate  Obligations 

190,025,529 

45.8 

Land  and  Building 

1,327,164 

0.3 

Montana  Mortgages 

54,742,116 

13.2 

Montana  Obligations 

162,166 

0.0 

Short-Term  Investment  Pool 

0 

0.0 

U.S.  Government  Securities 

67,494,547 

16.3 

TOTAL  INVESTMENTS 

$      415,031,553 

100.0 

Fiscal 

86/87 

% 

Cost 

% 

Change 

0 

0.0 

— 

21,967,115 

4.5 

(  1-8) 

0 

0.0 

— 

50,997,149 

10.5 

0.5 

254,623,408 

52.6 

34.0 

1,250,859 

0.3 

(  5.7) 

54,656,017 

11.3 

(  0.2) 

162,166 

0.0 

— 

36,136,000 

7.5 

— 

64,423,603 

13.3 

(  4.5) 

484,216,317 

100.0 

16.7  % 
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PERMANENT  COAL  TRUST  FUND 

Total  assets  of  the  Coal  Trust  Fund  grew  by  10  percent  to  $297  million.  Investment  income  declined  less  than  one 
percent  to  $36  million.  The  income  yield  was  13.57  percent  compared  to  15.58  percent  last  year.  Investment  income  and 
investment  yield  declined,  the  result  of  high  coupon  bonds  being  called  or  tendered  at  premium  prices  and  reinvested  at 
lower  yields. 

Fifteen  percent  of  the  annual  income  is  reinvested  as  principal  and  25  percent  of  the  principal  contributions  is  cred- 
ited to  the  Economic  Development  Board  for  in-state  investing. 

The  five  year  annual  rate  of  return  for  the  Permanent  Coal  Trust  Fund  (page  2 1 )  of  22  percent  has  far  exceeded  the  4 
percent  rate  of  inflation  for  a  comparable  time  period  thus  fulfilling  the  legislature's  stated  objective  of  preserving  the 
purchasing  power  of  the  assets  managed. 


Type: 

Canadian  Obligations 
Corporate  Obligations 
Montana  Mortgages 
Short  Term  Investment  Pool 
U.S.  Government  Securities 
TOTAL  INVESTMENTS 


ASSET  MIX 

Fiscal 

85/86 

Cost 

% 

17,012,294 

6.3 

161,141,053 

60.0 

843,496 

0.3 

26,421,637 

9.8 

63,418,797 

23.6 

268,837,277 

100.0 

Fiscal  86/87 


Cost 

16,913,903 

162,720,356 

6,078,468 

44,879,500 

66,762,151 

% 

5.7 
54.7 

2.0 

15.1 

22.5 

100.0 

Change 

(     0.6) 

1.0 

620.6 

69.9 

5.3 

297,354,378 

10.6  % 

17 


TRUST  &  LEGACY  FUND 

The  Trust  and  Legacy  Fund  is  a  permanent  fund  generating  income  to  support  Montana  schools.  All  but  5  percent 
of  the  income  earned  by  the  portfolio  is  distributed,  primarily  to  local  school  districts.  The  5  percent  is  added  to  princi- 
pal. 

Investment  income  declined  2  percent  to  $23  million  and  assets  at  cost  grew  4  percent  to  $196  million.  The  income 
yield  decreased  to  12.93  percent  versus  14.09  percent  last  year  as  called  and  tendered  bond  proceeds  were  reinvested  at 
lower  rates. 

Invested  solely  in  fixed  income  securities,  the  Trust  &  Legacy  Fund  has  registered  an  1 1 .0  percent  annual  return  over 
the  past  10  years.  This  return  compares  favorably  with  returns  of  9.5  percent  and  10.0  percent  posted  by  the  Salomon 
Brothers  Index  and  Shearson  Lehman  Corp.  Index,  respectively,  for  the  same  period. 


ASSET  MIX 

Fiscal              85/86 

Fiscal 

86/87 

% 

Type: 

Cost                  % 

Cost 

% 

Change 

Bankers'  Acceptances 

$         5,168,563            2.8 

$         2,968,863 

1.5 

(42.6) 

Canadian  Obligations 

11,716,300           6.2 

11,469,466 

5.9 

(  2.1) 

Commercial  Paper 

7,042,475            3.7 

4,967,164 

2.5 

(29.5) 

Corporate  Obligations 

120,092,512          64.1 

134,652,003 

68.6 

12.1 

U.S.  Government  Securities 

43,462,339          23.2 

42,102,640 

21.5 

(  3.1) 

TOTAL  INVESTMENTS 

$      187,482,189        100.0 

$      196,160,136 

100.0 

4.6  % 
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EDUCATIONAL  TRUST  FUND 

Investment  income  grew  8  percent  to  $1 1  million  while  assets  declined  41  percent  to  $45  million  at  cost.  The  asset 
decline  reflects  the  Legislature's  decision  to  appropriate  $35  million  to  the  general  fund.  Investment  earnings  will  drop 
proportionately  in  future  years. 

The  Educational  Trust  receives  ten  percent  of  coal  severance  taxes  and  ten  percent  of  annual  income  is  reinvested 
each  year.  Ninety  percent  of  annual  income  is  remitted  to  the  public  school  and  university  systems  in  Montana. 


ASSET  MIX 

Fiscal  85/86  Fiscal  86/87  % 

Type:  Cost  %  Cost  %  Change 

Canadian  Obligations  $         2,166,280  2.8  I 

Corporate  Obligations  53,904,626  69.9 

Short  Term  Investment  Pool  4,147,564  5.4 

U.S.  Government  Securities  16,889,607  21.9 


2,169,873 

4.8 

.2 

34,541,213 

76.2 

(35.9) 

3,665,900 

8.1 

(11.6) 

4,941,192 

10.9 

(70.7) 

TOTAL  INVESTMENTS  $        77,108,077         100.0  $       45,318,178         100.0  (41.2)% 
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WORKERS' COMPENSATION  FUND 

The  Workers'  Compensation  Fund  is  funded  by  monies  derived  from  the  State-administered  industrial  accident 
insurance  program.  In  recent  years  this  fund  has  experienced  a  declining  balance  due  to  withdrawals  exceeding  contribu- 
tions. 

Investment  income  declined  by  16  percent  to  $5.5  million  in  fiscal  1987.  Assets  at  cost  declined  27  percent  to  $33.7 
million.  The  investment  yield  of  14.99  percent  compares  favorably  to  last  year's  13.96  percent  yield.  The  increase  in 
income  yield  resulted  from  sale  of  low  yielding  securities  to  meet  periodic  withdrawals. 


ASSET  MIX 

Fiscal 

85/86 

Cost 

% 

5,149,183 

11.1 

1,492,995 

3.2 

33,179,806 

71.3 

188,947 

0.4 

6,527,938 

14.0 

46,538,869 

100.0 

Fiscal  86/87 

Type: 

Canadian  Obligations 
Commercial  Paper 
Corporate  Obligations 
Montana  Mortgages 
U.S.  Government  Securities 
TOTAL  INVESTMENTS 


Cost 

% 

Change 

5,173,068 

15.4 

.5 

0 

0.0 

— 

23,590,881 

70.0 

(28.9) 

171,868 

0.5 

(  9.0) 

4,768,038 

14.1 

(27.0) 

33,703,855 

100.0 

(27.6)% 
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PERFORMANCE  COMPARISONS 


Annualized  Time- Weighted  Total  Rates  of  Return 


Annual 

Annual 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Return 

Return 

Year 

Year 

Year 

Year 

Year 

COMMON  STOCK: 

10  Years 

5  Years 

1983  % 

1984  % 

1985  % 

1986  <% 

1987  °?o 

MONTANA 

18.1 

28.9 

59.9 

4.8 

35.1 

36.7 

26.7 

SEI  IstQuartile* 

19.2 

29.2 

74.0 

-  4.8 

33.9 

42.1 

24.6 

SEI  Median 

17.6 

27.2 

66.0 

-10.9 

30.3 

37.8 

20.9 

S&P500 

17.0 

27.7 

61.2 

-  4.6 

31.3 

35.8 

25.1 

Dow  Jones  Industrial  Average 

16.1 

30.0 

58.3 

-  2.9 

24.0 

47.5 

32.1 

BONDS: 

MONTANA  (total)**** 

SEI  IstQuartile 

SEI  Median 

Shearson  Lehman  Corp.  Index** 

Salomon  Brothers  Index*** 

Public  Employees'  Retirement  Fund 
Teachers'  Retirement  Fund 
Trust  &  Legacy  Fund 
Workers'  Compensation  Fund 
Permanent  Coal  Trust  Fund 
Educational  Trust  Fund 
Consumer  Price  Index 

*The  S.E.I,  sample  includes  over  3,000  managed  funds  throughout  the  country.  The  sample  is  ranked  by  performance  results.  For  example,  the  1st  quartile  figures  are 
the  minimum  return  generated  by  the  top  25  percent  of  the  sample;  said  differently,  75  percent  of  all  money  managers  surveyed  had  returns  below  this  figure. 
**This  index  is  comprised  of  all  publicly  issued,  non-convertible,  domestic  debt  of  industrial,  utility,  and  financial  issuers.  Bonds  included  have  a  rating  of  at  least  Baa  by 
Moody's  or  BBB  by  Standard  &  Poor's.  In  the  case  of  bank  bonds,  minimum  rating  is  BBB  by  Fitch.  Debt  maturing  within  one  year  is  omitted.  The  minimum 
outstanding  par  value  is  $1 ,000,000.  Currently,  there  are  over  5,000  issues  included  in  the  index. 

**This  index  is  comprised  of  all  non-convertible  industrial  and  utility  bonds  which  were  originally  publicly  offered  with  a  maturity  of  1997  or  later,  a  Standard  &  Poor's 
quality  rating  of  AAA  or  AA,  and  an  outstanding  par  value  of  at  least  $25,000,000.  Currently,  there  are  4400  issues  in  the  index. 
****Excludes  Permanent  Coal  and  Educational  Trust  Fund  prior  to  1982. 


10.9 

21.6 

45.8 

-  2.4 

40.6 

24.3 

6.3 

10.3 

17.2 

33.2 

3.6 

31.4 

22.6 

6.7 

9.6 

15.7 

29.0 

1.1 

28.1 

19.0 

5.7 

10.0 

19.1 

39.5 

-  1.4 

34.8 

21.3 

6.4 

9.5 

20.6 

42.4 

-  6.3 

41.9 

27.6 

5.6 

11.0 

21.9 

48.3 

-  2.9 

41.3 

25.0 

5.8 

10.8 

21.4 

47.1 

-  3.2 

41.5 

25.4 

4.4 

11.0 

21.6 

42.3 

-  1.7 

41.4 

25.6 

6.9 

10.1 

20.4 

38.9 

-  2.7 

42.1 

24.2 

5.8 

NA 

22.0 

51.3 

-  1.5 

38.1 

21.6 

7.8 

NA 

22.3 

45.7 

-  1.8 

38.6 

22.5 

12.7 

6.5 

3.2 

2.6 

4.2 

3.7 

1.7 

3.7 
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FINANCIAL  STATEMENTS 


STATE  OF  MONTANA 


SCOTT  A.  SEACAT 

LEGISLATIVE  AUDITOR 


§ltxtt  xxl  tke  ^gislaiite  ^uititxtx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 
JAMES  GILLETT 

FINANCIAL-COMPLIANCE  AUDITS 

JIM  PELLEGRINI 

PERFORMANCE  AUDITS 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Statement  of  Investments  Managed  by  the 
state  of  Montana  Board  of  Investments  Short-Term  Investment  Pool  as  of 
June  30,  1987  and  1986,  the  related  Statement  of  Investment  Income  and 
Distributions  and  Statement  of  Changes  in  Investments  Managed  for  the 
two  fiscal  years  then  ended.  Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards  and,  accordingly,  included 
such  tests  of  the  accounting  records  and  such  other  auditing  procedures 
as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  in  paragraph  one 
present  fairly  the  investments  managed  by  the  state  of  Montana  Board  of 
Investments  Short-Term  Investment  Pool  as  of  June  30,  1987  and  1986, 
and  its  investment  income  and  changes  in  its  investments  managed  for  the 
fiscal  years  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  consistent  basis. 


Respectfully, 


M$k 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 

October  6,  1987 

Received  by  the  Board  of  Investments  December  18,  1987 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 


STATEMENT  OF  INVESTMENTS  MANAGED 
JUNE  30, 1987  and  1986 


1987  1986 


Cash 

Accounts  receivable 
Interest  receivable 

Investments  managed  at  cost  (approximate  market  value  of  $633,941 ,618 
in  1987  and  $16,279,204  in  1986) 

TOTAL  ASSETS 

Accrued  expenses 
Income  due  participants 
Net  asset  value 

Units  outstanding 
Unit  value 


144,730 

625,653 

4,449,718 

$ 

10,375 

0 

31,071 

630,121,350 

16,250,697 

635,341,451 

16,292,143 

(22,346) 
(141,705) 

0 
(3,843) 

635,177,400 

$ 

16,288,300 

6,351,774 
100.02 

$ 

162,883 
100.02 

STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 


STATEMENT  OF  CHANGES  IN  INVESTMENTS  MANAGED 
JUNE  30, 1987  and  1986 


1987  1986 


Net  asset  value,  beginning  of  year  $          16,288,300  $           9,055,400 

Net  asset  value,  beginning  of  year  (Note  2)                                                                           187,188,516  0 

Value  of  units  purchased  by  participants                                                                            1,146,964,369  16,156,300 

Changes  in  current  value  of  investments  managed                                                                      (867,821)  0 

Value  of  units  sold  by  participants                                                                                      (714,395,964)  (8,923,400) 

Net  asset  value,  end  of  year  $        635,177,400  $          16,288,300 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 


STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTIONS 
JUNE  30, 1987  and  1986 


1987 


1986 


Interest  income 

Administrative  expenses  (Note  2) 
Income  purchased  by  participants 
Income  due  participants,  beginning  of  year 
Income  due  participants,  beginning  of  year  (Note  2) 
Income  available  for  distribution 

Income  distributed  on  units  sold  (Note  2) 
Distribution  (Note  2) 
Total  distributions 

Income  due  participants,  end  of  year 


21,423,309 

(271,016) 

3,727,233 

3,843 

1,105,839 

$ 

1,104,390 

0 

36,098 

5,114 

0 

25,989,208 

$ 

1,145,602 

5,269,809 
20,577,694 

27,657 
1,114,102 

25,847,503 

$ 

1,141,759 

141,705 

$ 

3,843 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

SHORT-TERM  INVESTMENT  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 

JUNE  30, 1987 


1.  HISTORY  AND  ORGANIZATION: 

The  State  of  Montana  Board  of  Investments  (the  Board)  was  created  by  an  act  of  the  Legislature  to  invest  and 
manage  the  State  of  Montana's  investment  funds  on  a  centralized  basis. 

The  Short-Term  Investment  Pool  II  (STIP  II)  was  implemented  on  May  31,  1985  for  local  government  participa- 
tion. On  January  30, 1987,  Short-Term  Investment  Pool  (STIP)  participants  sold  their  STIP  units  and  purchased  STIP  II 
units.  This  conversion  resulted  in  one  operating  pool  which  is  called  STIP. 

The  propose  of  STIP  is  to  obtain  the  highest  possible  return,  yet  maintain  a  highly  liquid  position  whereby  funds 
may  be  invested  for  relatively  short  periods,  one  day  or  more,  depending  upon  the  participant's  anticipated  use  of  the 
funds.  The  investments  and  the  income  from  STIP  are  owned  by  the  participants  as  they  purchase  units  and  are  managed 
on  their  behalf  by  the  Board. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES: 

The  STIP  unit  value  is  fixed  at  $100.  The  total  price  to  buy  or  sell  a  unit  is  $100  plus  income  accrued  per  unit  since 
the  last  distribution.  Income  is  distributed  on  the  last  business  day  of  each  month.  Participants  have  the  option  of  having 
the  income  automatically  reinvested  in  additional  units. 

A  unit  purchased  by  a  participant  begins  accruing  income  on  the  day  it  is  purchased  and  ceases  to  accrue  income  on 
the  day  before  the  unit  is  sold.  Participants  who  sell  units  between  distribution  dates  receive  the  respective  investment 
income  in  the  total  price  of  the  unit  on  the  date  of  sale. 

Administrative  expenses  incurred  by  the  Board  are  charged  to  STIP  daily  based  on  the  Board's  expenses  applicable 
to  STIP. 

The  portfolio  of  investments  in  STIP  is  kept  under  one  year  in  maturity  and  is  carried  at  cost  or  amortized  cost 
where  applicable.  This  portfolio  structure  allows  for  the  fixing  of  the  worth  of  the  unit. 

The  following  represent  the  investments  managed  in  the  Short-Term  Investment  Pool  at  June  30,  1986  before  the 
conversion  to  the  fixed  unit  value  pool: 
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INVESTMENTS  MANAGED 
JUNE  30, 1986 


INVESTMENT  INCOME  AND  DISTRIBUTIONS 
JUNE  30, 1986 


1986 


Cash  $                 22,863 

Interest  receivable  1,869,592 

Investments  managed  at  current  value  (cost  of  $184,739,393  in  1986)  186,425,736 

TOTAL  ASSETS  188,318,191 

Accrued  expenses  (23,836) 

Value  of  units  188,294,355 

Income  due  participants  (1,105,839) 

Net  asset  value  $        187,188,516 

Units  outstanding  193,938 

Unit  value  $                 970.90 

CHANGES  IN  INVESTMENTS  MANAGED 
JUNE  30, 1986 

1986 

Net  asset  value,  beginning  of  year  $        248,447,814 

Value  of  units  purchased  by  participants  254,086, 1 8 1 

Changes  in  current  value  of  investments  managed  (1,761,482) 

Value  of  units  sold  by  participants  (313,583,997) 

Net  asset  value,  end  of  year  $        187,188,516 


1986 


Interest  income  $          19,726,897 

Administrative  expenses  (271,881) 

Net  income  19,455,016 

I  ncome  purchased  by  participants  5 ,  34 1 ,03 1 

Income  due  participants,  beginning  of  year  1,815,756 

Income  available  for  distribution  $    _      26,611,803 

Income  distributed  on  units  sold  6,728,348 

November  distribution  10,828,192 

May  distribution  7,949,424 

Total  distributions  $          25,505,964 

Income  due  participants,  end  of  year  $            1,105,839 
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3.  SECURITIES  LENDING: 

The  Board  has  an  agreement  with  The  Chase  Manhattan  Bank  (Chase)  whereby  Chase  would  loan  to  other  entities 
securities  managed  by  the  Board.  During  the  period  the  securities  are  on  loan,  the  Board  receives  a  fee  and  Chase  must 
maintain  collateral  equal  to  102  percent  of  the  market  value  of  the  securities  loaned.  The  Board  retains  all  rights  and  risks 
of  ownership  during  the  loan  period.  Included  in  interest  income  in  the  accompanying  financial  statements  is  $6, 1 30  for 
the  year  ended  June  30,  1987  and  $90,092  for  the  year  ended  June  30,  1986  of  income  from  securities  lending  activities. 
At  June  30,  1987  approximately  $16,686,750  and  at  June  30,  1986  approximately  $8,100,751  of  securities  included  in 
these  financial  statements  had  been  loaned  by  Chase  to  other  entities. 

4.  SUBSEQUENT  EVENT: 

Effective  July  1 ,  1987,  Senate  Bill  298  merged  the  Economic  Development  Board  with  the  Board  of  Investments.  A 
new  nine  member  Board  was  established  to  oversee  the  entire  investment  program. 

5.  INVESTMENT  RISK  CATEGORIES: 

State  of  Montana  investments  are  categorized  to  give  an  indication  of  the  level  of  risk  assumed  at  June  30,  1987. 
Category  1  includes  investments  that  are  insured  or  registered  or  securities  that  are  held  by  the  entity  or  its  agent  in  the 
entity's  name.  Category  2  includes  uninsured  and  unregistered,  with  securities  held  by  the  counterparty  trust  department 
or  agent  in  the  entity's  name. 


Investment  Type 

Bankers'  Acceptances 
Commercial  Paper 
Corporate  Obligations 
Montana  Certificates  of  Deposit 
Government  Securities 
Repurchase  Agreements 


Carrying 

Market 

Category  1 

Category  2 

$ 

$ 

Amount 

227,915,755      $ 

Value 

227,915,755 

229,753,895 

249,719,315 

— 

249,719,315 

251,391,263 

9,997,500 

— 

9,997,500 

10,036,100 

16,777,500 

— 

16,777,500 

16,777,500 

56,122,530 

16,686,750 

72,809,280 

73,080,860 

52,902,000 

— 

$ 

52,902,000 
630,121,350      $ 

52,902,000 

613,434,600 

$          16,686,750 

633,941,618 
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STATE  OF  MONTANA 


SCOTT  A.  SEACAT 

LEGISLATIVE  AUDITOR 


<$tixzt  xti  tht  Qtyi&ltdibt  ^uititxtt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 
JAMES  GILLETT 

FINANCIAL-COMPLIANCE  AUDITS 

JIM  PELLEGRINI 

PERFORMANCE  AUDITS 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Statement  of  Investments  Managed  by  the 
state  of  Montana  Board  of  Investments  Montana  Common  Stock  Pool  as 
of  June  30,  1987  and  1986,  and  the  related  Statement  of  Investment  In- 
come and  Distributions  and  Statement  of  Changes  in  Investments  Man- 
aged for  the  two  fiscal  years  then  ended.  Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards  and,  accordingly, 
included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  in  paragraph  one 
present  fairly  the  investments  managed  by  the  state  of  Montana  Board  of 
Investments  Montana  Common  Stock  Pool  as  of  June  30, 1987  and  1986, 
and  its  investment  income  and  changes  in  its  investments  managed  for  the 
fiscal  years  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  consistent  basis. 


Respectfully, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 

October  6,  1987 

Received  by  the  Board  of  Investments  December  18,  1987 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COMMON  STOCK  POOL 


STATEMENT  OF  INVESTMENTS  MANAGED 
JUNE  30, 1987  and  1986 


1987  1986 


Cash 

Dividend  receivable 
Interest  receivable 

Investments  managed  at  current  value  (cost  of  $150,293,791 
in  1987  and  $138,500,821  in  1986) 

TOTAL  ASSETS 

Income  due  participants 
Net  asset  value 

Units  outstanding 
Unit  value 


93 

$ 

13,811 

493,244 

472,300 

15,565 

626,053 

253,608,907 

219,433,880 

254,117,809 

220,546,044 

(16,005) 

(3,442) 

254,101,804 

$ 

220,542,602 

114,289 

114,265 

2,223.33 

$ 

1,930.10 

STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COMMON  STOCK  POOL 


STATEMENT  OF  CHANGES  IN  INVESTMENTS  MANAGED 
JUNE  30, 1987  and  1986 


1987  1986 


Net  asset  value,  beginning  of  year  $        220,542,602  $        173,579,122 

Value  of  units  purchased  by  participants  (Note  2)  46,118  6,969,558 

Value  of  units  sold  by  participants  (Note  2)  0  (57,1 13) 

Changes  in  current  value  of  investments  managed  33,513,084  40,051,035 

Net  asset  value,  end  of  year  $        254,101,804  $        220,542,602 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COMMON  STOCK  POOL 


STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTIONS 
JUNE  30, 1987  and  1986 


1987 


1986 


Interest  income 

Income  due  participants,  beginning  of  year 
Income  available  for  distribution 
Distribution  (Note  2) 

Income  due  participants,  end  of  year 


10,402,560 

$ 

9,873,741 

3,442 

2,227 

10,406,002 

9,875,968 

(10,389,997) 

(9,872,526) 

16,005 

$ 

3,442 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

MONTANA  COMMON  STOCK  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 

JUNE  30, 1987 


1.  HISTORY  AND  ORGANIZATION: 

The  State  of  Montana  Board  of  Investments  (the  Board)  was  created  by  an  act  of  the  Legislature  to  invest  and 
manage  the  State  of  Montana's  investment  funds  on  a  centralized  basis.  The  Montana  Common  Stock  Pool  (Mont- 
Comp)  was  created  in  order  to  allow  smaller  retirement  funds  the  opportunity  to  participate  in  the  equity  market  via  a 
diversified  pool. 

Mont-Comp  was  created  as  of  July  1 ,  1980  by  the  transfer  from  all  other  funds  to  Mont-Comp  all  common  stock 
owned  by  the  Public  Employees'  Retirement  System  and  the  Teachers'  Retirement  System. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES: 

The  Public  Employees'  Retirement  System  and  the  Teachers'  Retirement  System  transferred  virtually  all  stock 
owned  into  Mont-Comp  at  the  start-up  date  and  were  issued  units  according  to  the  market  value  of  their  contribution, 
retaining  their  original  total  cost  basis. 

The  initial  unit  value  as  of  July  1 ,  1980  was  $1 ,000.  Unit  values  thereafter  are  calculated  once  a  month  at  the  close  of 
the  last  business  day  of  the  month  based  upon  the  market  value  of  the  Mont-Comp  equity  holdings  and  other  assets. 
Participants  may  only  buy  or  sell  units  on  the  first  business  day  of  each  month. 

Mont-Comp  distributes  to  each  participant  investment  income  on  the  last  business  day  of  each  month.  This  distri- 
bution is  based  on  the  full  accrual  basis  so  that  all  dividends  and  interest  accrued  during  the  month  are  returned  to  the 
participants  based  on  the  number  of  their  units  outstanding. 

3.  SECURITIES  LENDING: 

The  Board  has  an  agreement  with  The  Chase  Manhattan  Bank  (Chase)  whereby  Chase  would  loan  to  other  entities 
securities  managed  by  the  Board.  During  the  period  the  securities  are  on  loan,  the  Board  receives  a  fee  and  Chase  must 
maintain  collateral  equal  to  102  percent  of  the  market  value  of  the  securities  loaned.  The  Board  retains  all  rights  and  risks 
of  ownership  during  the  loan  period.  Included  in  interest  income  in  the  accompanying  financial  statements  is  $9,727  for 
the  year  ended  June  30,  1987  and  $46,974  for  the  year  ended  June  30,  1986  of  income  from  securities  lending  activities. 
At  June  30,  1987  approximately  $1,171,775  and  at  June  30,  1986  approximately  $12,082,914  of  securities  included  in 
these  financial  statements  had  been  loaned  by  Chase  to  other  entities. 
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4.  SUBSEQUENT  EVENT: 

Effective  July  1 ,  1987,  Senate  Bill  298  merged  the  Economic  Development  Board  with  the  Board  of  Investments.  A 
new  nine  member  Board  was  established  to  oversee  the  entire  investment  program. 

5.  INVESTMENT  RISK  CATEGORIES: 

State  of  Montana  investments  are  categorized  to  give  an  indication  of  the  level  of  risk  assumed  at  June  30,  1987. 
Category  1  includes  investments  that  are  insured  or  registered  or  securities  that  are  held  by  the  entity  or  its  agent  in  the 
entity's  name.  Category  2  includes  uninsured  and  unregistered,  with  securities  held  by  the  couterparty  trust  department 
or  agent  in  the  entity's  name. 

Corporate  stocks  held  by  Mont-Comp  are  carried  at  an  original  cost  of  $73 ,923 ,3 1 6  in  Category  1  and  $1,171 ,775  in 
Category  2,  totaling  $75,095,091 .  The  market  value  is  $178,410,207  at  June  30,  1987. 
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STATE  OF  MONTANA 


SCOTT  A.  SEACAT 

LEGISLATIVE  AUDITOR 


i$lfizt  xA  ike  ILtyhlntibt  ^uitilxtt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 
JAMES  GILLETT 

FINANCIAL-COMPLIANCE  AUDITS 

JIM  PELLEGRINI 

PERFORMANCE  AUDITS 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Statement  of  Investments  Managed  by  the 
state  of  Montana  Board  of  Investments  All  Other  Funds  as  of  June  30, 
1987  and  1986,  and  the  related  Statement  of  Investment  Income  and  the 
Statement  of  Changes  in  Investments  Managed  for  the  two  fiscal  years 
then  ended.  Our  examination  was  made  in  accordance  with  generally  ac- 
cepted auditing  standards  and,  accordingly,  included  such  tests  of  the  ac- 
counting records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

The  Board  of  Investments  follows  the  practice  of  deferring  gains  and 
losses  incurred  on  bond  swaps  and  amortizing  those  gains  and  losses  over 
future  periods.  (See  Note  2  to  the  financial  statements.)  Generally  ac- 
cepted accounting  principles  require  that  bond  swap  losses  be  recognized 
in  the  year  incurred  for  all  agencies,  except  for  Public  Retirement  Systems 
where  it  is  acceptable  to  defer  gains  and  losses  on  bond  swaps.  As  a  result 
of  deferring  bond  swap  gains  and  losses,  the  financial  statements  are  mis- 
stated by  the  following  amounts: 

Amount 
Over/(Under) 


1987 


1986 


Total  Investments  Managed- 
Beginning  of  Year 

Net  Investment  Income 

Net  Unamortized  Deferred  Losses 
on  Bond  Swaps  and  Total  Invest- 
ments Managed  End  of  Year 


9,554,629        12,884,263 
(2,989,465)        (3,329,634) 


6,565,154 


9,554,629 
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In  our  opinion,  except  for  the  effect  of  deferring  gains  and  losses  on 
bond  swaps  as  discussed  in  the  preceding  paragraph,  the  financial  state- 
ments referred  to  above  present  fairly  the  investments  managed  by  the 
state  of  Montana  Board  of  Investments  All  Other  Funds  as  of  June  30, 
1987  and  1986,  and  its  investment  income  and  changes  in  its  investments 
managed  for  the  fiscal  years  then  ended,  in  conformity  with  generally  ac- 
cepted accounting  principles  applied  on  a  consistent  basis. 


Respectfully, 


-■  J  slXXcAA* 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 

October  6,  1987 

Received  by  the  Board  of  Investments  December  18,  1987 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 


STATEMENT  OF  INVESTMENTS  MANAGED 
JUNE  30, 1987  and  1986 


1987  1986 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 


STATEMENT  OF  INVESTMENT  INCOME 
JUNE  30, 1987  and  1986 


INCOME: 

Interest  income 

Dividend  income 

Realized  gain  on  sale  of  investments 

Rental  income 


EXPENSES: 

Administrative  expenses 

Net  amortization  of  deferred  losses  on  bond  swaps  (Note  2) 

Net  investment  income 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 


Investments  managed  at  book  value  (current  value  of  $1 ,720,983,180 

in  1987  and  $1,960,697,997  in  1986)  (Note  2)  $      1,665,434,029  $      1,806,679,044 

Dividends  and  interest  receivable  41,312,489  41,638,552 

Net  unamortized  deferred  losses  on  bond  swaps  (Note  2)  23,803,134  31,172,695 

Interest  purchased  receivable  1,884,957  1,496,361 

Total  investments  managed  $     1,732,434,609  $     1,880,986,652 


1987  1986 


185,948,644 

$ 

192,462,175 

19,296 

5,106 

27,826,842 

23,856,384 

35,438 

32,412 

213,830,220 

s 

216,356,077 

(519,372) 

(577,019) 

(2,613,269) 

(3,365,202) 

(3,132,641) 

$ 

(3,942,221) 

210,697,579 

$ 

212,413,856 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 


STATEMENT  OF  CHANGES  IN  INVESTMENTS  MANAGED 

JUNE  30, 1987  and  1986 


1987  1986 


TOTAL  INVESTMENTS  MANAGED, 

BEGINNING  OF  YEAR  $     1,880,986,652  $     1,699,558,429 

Net  investment  income  $       210,697,579  $       212,413,856 

Income  remitted  to  agencies  (211,023,642)  (212,457,276) 

Decrease  in  dividends  and 

interest  receivable  (326,063)  (43,420) 

Interest  purchased  during  the  year  4,983,867  5,690,003 

Collection  of  interest  purchased 
during  the  year  (4,595,271)  (5,410,125) 

Increase  in  interest 
purchased  receivable  388,596  279,878 

Net  bond  swap  gains/losses  incurred 

during  the  year  (4,756,292)  (8,155,172) 

Net  amortization  of  deferred 
bond  swap  losses  (2,613,269)  (3,365,202) 

Decrease  in  net  unamortized 

gains/losses  on  bond  swaps  (7,369,561)  (1 1,520,374) 

Increase  in  book  value  of  invest- 
ments due  to  net  amortization  of 

discounts  and  premiums  2,342,010  3,661,033 

Investments  purchased  10,147,748,975  7,585,602,329 

Investments  sold,  matured,  and  called         (10,291,336,000)  (7,396,551,223) 

Increase  (decrease)  in  book 
value  of  investments  purchased  (143,587,025)  189,051,106 

TOTAL  INVESTMENTS  MANAGED, 

END  OF  YEAR  $     1,732,434,609  $     1,880,986,652 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

ALL  OTHER  FUNDS 

NOTES  TO  FINANCIAL  STATEMENTS 

JUNE  30, 1987 


1.  HISTORY  AND  ORGANIZATION: 

The  State  of  Montana  Board  of  Investments  (the  Board)  was  created  by  an  act  of  the  1972  Legislature  as  sole  au- 
thority to  invest  and  manage  State  funds  in  accordance  with  the  laws  and  Constitution  of  the  State  of  Montana.  The 
investments  and  the  income  therefrom  are  owned  by  various  State  of  Montana  agency  funds  and  managed  on  their 
behalf  by  the  Board. 

The  Board  operates  under  the  "prudent  expert  principle"  diversifying  holdings  of  each  fund  to  minimize  risk  of  loss 
and  maximize  rate  of  return.  Common  Stock  purchases  are  restricted  to  pension  funds. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES: 
Investments 

Investments  are  presented  in  the  statement  of  investments  managed  at  book  value  (original  cost  adjusted  for  dis- 
count and  premium  amortization  where  applicable).  Premium  and  discounts  are  amortized  using  the  straight-line 
method  over  the  life  of  the  securities.  An  average  life  of  eight  years  is  used  for  amortization  of  mortgage  discounts. 

Current  values  for  publicly  traded  securities  are  determined  primarily  by  reference  to  market  prices  supplied  to  the 
Board  by  various  brokerage  houses.  The  investments  managed  relate  principally  to  investments  which  will  be  held  or 
otherwise  disposed  of  at  no  significant  loss  to  the  fund. 

Bond  Swaps 

Bond  swaps  involve  trading  one  security  for  another  security  having  the  same  par  value  for  the  purpose  of  enhanc- 
ing portfolio  content  and/or  yield.  The  Board  defers  gains  and  losses  resulting  from  bond  swaps  and  amortizes  such 
gains  and  losses  over  the  shorter  of  either  the  remaining  life  of  the  bonds  sold  or  the  replacement  bonds  purchased.  As 
shown  in  the  accompanying  financial  statements  the  accumulated  net  unamortized  deferred  losses  on  bond  swaps  as  of 
June  30,  1987  and  1986  and  the  net  amortization  of  the  deferred  losses  on  bond  swaps  for  the  years  then  ended  were  as 
follows: 
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Accumulated  net  unamortized  losses  on  bond  swaps: 

Agencies  other  than  Public  Retirement  Systems 
Public  Retirement  Systems 
Total 


Net  amortization  of  deferred  losses  on  bond  swaps: 

Agencies  other  than  Public  Retirement  Systems 
Public  Retirement  Systems 
Total 


June  30, 1987 

June  30, 1986 

6,565,164 

$ 

9,554,629 

17,237,970 

21,618,066 

23,803,134 

$ 

31,172,695 

June  30, 1987 

June  30, 1986 

933,164 

$ 

1,214,494 

1,680,105 

2,150,708 

2,613,269 

$ 

3,365,202 

3.  INVESTMENTS  NOT  UNDER  DIRECT  CONTROL: 

Land  and  buildings,  the  costs  of  which  are  also  included  in  investments  managed  in  the  accompanying  financial 
statements,  are  not  under  direct  control  of  the  Board.  The  agencies  administering  these  assets  maintain  control  and 
provide  the  Board  with  the  necessary  financial  information.  Rental  income  from  these  buildings  is  included  in  the  state- 
ment of  investment  income;  however,  occupancy  and  depreciation  charges  relating  to  the  buildings  are  not  material  and 
have  not  been  included  in  the  statement  of  investment  income. 

The  book  value  of  land  and  buildings  included  in  investments  managed  in  the  accompanying  financial  statements 
was  $250,265  at  June  30,  1987  and  $258,709  at  June  30,  1986. 

4.  SECURITIES  LENDING: 

The  Board  has  an  agreement  with  The  Chase  Manhattan  Bank  (Chase)  whereby  Chase  would  loan  to  other  entities 
securities  managed  by  the  Board.  During  the  period  the  securities  are  on  loan,  the  Board  receives  a  fee  and  Chase  must 
maintain  collateral  equal  to  102  percent  of  the  market  value  of  the  securities  loaned.  The  Board  retains  all  rights  and  risks 
of  ownership  during  the  loan  period.  Included  in  interest  income  in  the  accompanying  financial  statements  is  $418,328 
for  the  year  ended  June  30,  1987  and  $580,393  for  the  year  ended  June  30,  1986  of  income  from  securities  lending 
activities.  At  June  30,  1987  approximately  $152,042,077  and  at  June  30,  1986  approximately  $1 17,447,766  of  securities 
included  in  these  financial  statements  had  been  leased  by  Chase  to  other  entities. 

5.  LOAN  GUARANTEES: 

On  June  26,  1986  and  January  30,  1987  the  Board  of  Investments  (the  Board)  entered  into  irrevocable  loan  agree- 
ments with  the  Economic  Development  Board  (EDB)  to  lend  money  to  EDB  for  deposit  to  the  debt  service  reserve  fund 
in  amounts  equal  to  the  deficiency  therein. 

Bonds  covered  by  this  agreement  were  issued  for  $27,480,000  on  July  15,  1986  in  the  Cash  Anticipation  Financing 
Program  and  $6,500,000  on  March  16,  1987  in  the  Intermediate  Term  Capital  Program.  Maturity  dates  of  the  bonds  are 
December  30,  1988  and  March  1,  1995,  respectively. 
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6.  INVESTMENT  RISK  CATEGORIES: 

State  of  Montana  investments  are  categorized  to  give  an  indication  of  the  level  of  risk  assumed  at  June  30,  1987. 
Category  1  includes  investments  that  are  insured  or  registered  or  securities  that  are  held  by  the  entity  or  its  agent  in  the 
entity's  name.  Category  2  includes  uninsured  and  unregistered,  with  securities  held  by  the  counterparty  trust  department 
or  agent  in  the  entity's  name. 

Long-term  investments  are  carried  at  book  value  and  short-term  investments  are  carried  at  original  cost. 


Long-Term  Investments 


Investment  Type 

Government  Securities 
Corporate  Bonds 
Canadian  Bonds 
Mortgages 
Other  Bonds 

TOTAL  LONG-TERM 


Carrying 

Market 

Category  1 

Category  2 

$          72,487,094      ! 

Amount 

5        363,021,670      5 

Value 

290,534,576 

5        391,280,779 

974,414,605 

71,218,176 

1,045,632,781 

1,057,687,433 

84,528,955 

4,061,076 

88,590,031 

103,652,704 

115,595,773 

— 

115,595,773 

115,595,773 

1,437,581 

— 

1,437,581 

1,437,581 

$      1,466,511,490      $         147,766,346      $      1,614,277,836      $      1,669,654,270 


Short-Term  Investments 


Investment  Type 

Corporate  Stocks 
Repurchase  Agreements 
Bankers'  Acceptances 
Commercial  Paper 
Government  Securities 

TOTAL  SHORT-TERM 
GRAND  TOTAL 


Carrying 

Market 

Category  1 

Category  2 

$ 

Amount 

$              904,266      $ 

Value 

904,266 

891,793 

39,098,000 

— 

39,098,000 

39,098,000 

2,968,863 

— 

2,968,863 

2,991,420 

4,967,164 

— 

4,967,164 

4,989,690 

383,823 

2,834,077 

3,217,900 

3,358,007 

48,322,116      $ 


2,834,077      $  51,156,193      $ 


51,328,910 


$      1,514,833,606      $         150,600,423      $      1,665,434,029      $      1,720,983,180 


7.  SUBSEQUENT  EVENT: 

Effective  July  1,  1987,  Senate  Bill  298  merged  the  Economic  Development  Board  with  the  Board  of  Investments.  A 
new  nine  member  Board  was  established  to  oversee  the  entire  investment  program. 
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SCHEDULE  A 
SOURCE  OF  INVESTMENTS 


Highway  Revenue  Bond  Funds: 

Highway  1987  Bond  Proceeds  Fund 

Highway  1987  Debt  Service  Reserve  Fund 

Highway  Complex  Sinking  Fund 

Highway  Woodville  Replacement  Fund 

Highway  1987  Debt  Issuance  Fund 

Highway  Revenue  Bond  Proceeds  Fund 

Highway  ERA  Fund 

Highway  Revenue  Bond  Construction  Fund 

Highway  Revenue  Capitalized  Interest  Fund 

Highway  BANS  Fund 

Highway  Revenue  Bond  Debt  Service  Fund 

TOTAL 

Other  Retirement  Funds: 

Police  Reserve  Fund 

Sheriffs'  Retirement  Fund 

Firefighters'  Unified  Retirement  Fund 

Highway  Patrol  Retirement  Fund 

Judges'  Retirement  Fund 

Game  Wardens'  Retirement  Fund 

Volunteer  Firemens'  Fund 

TOTAL 

Long  Range  Building  Funds: 

Long  Range  Building  Fund 

1985  Fish,  Wildlife  &  Parks  Program  Fund 

1985  WMC  Fund 

Long  Range  Building  Bonded  Program  Fund 

1983  Fish,  Wildlife  &  Parks  Program  Fund 

Workers'  Compensation  Building  Fund 

Airport  Debt  Service  Fund 

Job  Service  Building  Fund 

Series  1981  Fund 

Everett  Lynn  Trust  Fund 

Capitol  Renovation  Fund 

HB  820  Debt  Service  Fund 

TOTAL 


1985-1986 

1986-1987 

$  95,978,545 

— 

5,011,857 

926,608 

610,700 

370,569 

238,900 

— 

22,300 

13,015,955 

— 

21,149,078 

— 

9,641,118 

— 

1,375,763 

— 

17,496,597 

— 

22,347,784 

— 

86,323,472 

$  101,862,302 

1985-1986 

1986-1987 

19,192,831 

$  21,905,278 

18,725,483 

21,416,241 

17,115,633 

19,508,615 

15,070,687 

17,659,981 

7,471,238 

8,628,627 

6,708,628 

7,564,420 

4,120,267 

4,620,907 

88,404,767 

$  101,304,069 

1985-1986 

1986-1987 

7,380,040 

$   7,886,498 

5,317,491 

4,633,900 

1,370,883 

1,487,400 

6,892,908 

1,344,900 

981,898 

938,700 

799,711 

510,500 

— 

401,600 

197,503 

222,800 

210,272 

178,900 

103,212 

62,200 

5,086,554 

— 

240,686 

— 

28,581,158 

$  17,667,398 

University  Funds: 

University  of  Montana 
Montana  State  University 
Montana  Tech 
Eastern  Montana  College 
Northern  Montana  College 
Western  Montana  College 

TOTAL 

Other  STIP  Funds*: 

County  Funds 

City  Funds 

Police  Funds 

Fire  Department  Relief  Associations 

School  Funds 

TOTAL 

*Not  under  the  control  of  the  State  of  Montana. 


1985-1986 

1986-1987 

4,161,402 

$   5,033,700 

5,381,652 

5,026,600 

661,829 

709,814 

431,530 

555,400 

509,863 

— 

39,562 

— 

11,185,838 

$  11,325,514 

1985-1986 

1986-1987 

15,621,500 

$  45,098,400 

566,100 

5,497,000 

69,800 

69,800 

26,100 

29,100 

4,800 

4,800 

16,288,300 

$  50,699,100 
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SCHEDULE  A 
SOURCE  OF  INVESTMENTS 


Other  Funds: 

Instate  Investments  Fund 

Group  Benefits  Fund 

Coal  Tax  Park  Acquisition  Fund 

Revenue  Protested  Property  Tax  BN  Fund 

1985  Series  B  Bond  Proceeds  Fund 

Agency  Insurance  Fund 

Group  Insurance  Fund 

Guaranteed  Student  Loan  Fund 

1984  Series  A  Bond  Proceeds  Fund 
Hail  Insurance  Fund 

Debt  Service  Reserve  Fund 

BN  Geraldine  Connector  Fund 

BN  Geraldine  Settlement  Fund 

Subsequent  Injury  Fund 

Rail  Construction  Loan  Fund 

Rock  Creek  Mitigation  Fund 

Inspection  &  Control  Fund 

Airport  Loans  Special  Revenue  Fund 

Real  Property  Trust  Fund 

Renewable  Resource  Development  Fund 

Local  Impact  Fund 

Uninsured  Employers  Fund 

Operating  Reserve  Fund 

Water  Development  Fund 

Instate  Investments  Bond  Fund 

1985  Series  A  Bond  Proceeds  Fund 
Weed  Control  Trust  Fund 
Animal  Health  Fund 

Rural  Development  &  Rehabilitation  Fund 

Charles  Bair  Trust  Fund 

Social  Security  Fund 

Board  of  Oil  &  Gas  Fund 

William  Murphy  Bequest  Fund 

State  91 1  Program  Fund 


1985-1986 

19,518,951 
17,733,963 
16,184,163 

1,331,670 
9,195,318 
4,287,067 
3,137,569 
2,293,769 
3,728,232 
3,341,964 
3,003,038 
2,370,836 
2,646,874 
2,752,626 
49,501 
1,535,141 
1,710,102 
1,162,273 
1,083,847 
2,870,932 
731,115 
732,820 
1,410,748 


289,661 

444,162 
209,832 
415,268 
2,497,146 
380,875 
323,470 


1986-1987 

19,259,500 

18,042,299 

16,327,161 

12,166,300 

6,658,678 

5,371,746 

4,632,100 

4,333,000 

4,030,100 

3,642,300 

3,450,677 

3,000,800 

2,725,600 

2,589,711 

2,436,100 

1,748,065 

1,577,700 

1,457,500 

1,426,492 

1,112,000 

1,023,700 

996,500 

876,000 

740,400 

729,300 

697,900 

548,963 

536,200 

391,800 

339,825 

335,700 

308,500 

304,117 

243,600 


Wheat  Research  &  Marketing  Fund 

Coast  Trading  Trust  Fund 

Lands  &  Reserve  Development  Fund 

1985  Series  B  Debt  Service  Fund 

Revenue  Protested  Property  Tax  Union  Pacific  Fund 

Instate  Investments  Loan  Loss  Fund 

Grain  Services  Fund 

Moderate  Rehabilitation  Operating  Reserve  Fund 

Warner  Amendment  Fund 

Historical  Society  Donations  Fund 

Commercial  Fertilizer  Fund 

Dixon  Endowment  Fund 

TRS  —  Minnie  Fullam  Fund 

DNR  Weed  Control  Fund 

Commercial  Feed  Fund 

Foster  Children  Fund 

Bradley  Trust  Fund 

Water  &  Waste  Water  Operators'  Fund 

Teakle  Trust  Fund 

Noxious  Weed  Control  Fund 

General  Trust  Fund 

Nongame  Wildlife  Fund 

Merritt-Wheeler  Memorial  Fund 

Lula  Mae  Clay  Fund 

Board  of  Oil  &  Gas  II  Fund 

Amoco  Oil  Overcharge  Fund 

Revenue  Protested  Property  Tax  Soo  Lines  Fund 

Vouchers  Reserve  Fund 

Alfalfa  Seed  Fund 

Caras  Endowed  Scholarship  Fund 

Exxon  Oil  Overcharge  Fund 

Section  155  Grant  Fund 

Flood  Insurance  Fund 

Oil  Overcharge  Fund 

TOTAL 


24,240 

241,100 

192,036 

203,500 

538,027 

203,200 

— 

187,600 

— 

147,500 

— 

111,200 

29,994 

105,600 

106,207 

101,300 

138,269 

87,100 

83,585 

83,500 

71,097 

68,600 

64,000 

64,000 

56,524 

61,064 

— 

54,400 

43,033 

54,100 

33,477 

51,900 

47,568 

47,568 

36,961 

43,600 

42,276 

42,276 

— 

23,900 

16,054 

16,054 

24,602 

13,400 

10,769 

12,715 

— 

12,300 

— 

12,200 

9,734 

9,700 

— 

4,700 

— 

3,900 

6,771 

3,800 

1,164 

1,164 

9,640,834 

— 

612,166 

— 

399,189 

— 

35,014 

— 

119,636,524 

$  126,133,275 
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SCHEDULE B 
INVESTMENT  INCOME  1986-87  FISCAL  YEAR 


FUND 

Public  Employees'  Retirement  System  Fund 

Teachers'  Retirement  System  Fund 

Permanent  Coal  Trust  Fund 

Trust  &  Legacy  Fund 

Treasurer's  Fund 

Educational  Trust  Fund 

Resource  Indemnity  Fund 

Workers'  Compensation  Fund 

Police  Reserve  Fund 

Sheriffs'  Retirement  Fund 

Firefighters'  Unified  Retirement  Fund 

Other  STIP  Funds 

Coal  Tax  Park  Acquisition  Fund 

Highway  Patrol  Retirement  Fund 

Group  Benefits  Fund 

Highway  Revenue  Bond  Debt  Service  Fund 

Montana  Instate  Investments  Fund 

1987  Highway  Proceeds  Fund 

Judges'  Retirement  Fund 

Game  Wardens'  Retirement  Fund 

Highway  Revenue  Bond  Proceeds  Fund 

Common  School  Interest  &  Income  Fund 

Highway  BANS  Fund 

Agency  Insurance  Fund 

Exxon  Oil  Overcharge  Fund 

Volunteer  Firemens'  Fund 

University  of  Montana 

Highway  Revenue  Bond  Construction  Fund 

1985  Series  B  Bond  Proceeds  Fund 

1985  Fish,  Wildlife  &  Parks  Program  Fund 

Long  Range  Building  Fund 

Montana  State  University 

Debt  Service  Reserve  Fund 

Guaranteed  Student  Loan  Reserve  Fund 

Group  Insurance  Fund 

Long  Range  Building  Bonded  Program  Fund 

Hail  Insurance  Fund 


NET 

CURRENT 

DEFERRED 

AMORTI- 

GAIN OR 

STIP 

MONTCOMP 

MODIFIED 

ACCRUED 

NET 

CASH 

ZATION 

(LOSS) 

INCOME 

INCOME 

INCOME 

INCOME 

INCOME 

55,524,134 

$         797,198 

$     (1,008,375) 

$      1,196,887 

$      5,244,234 

$    61,754,078 

$      1,685,667      « 

5    63,439,745 

42,875,283 

597,972 

(686,236) 

639,418 

4,587,682 

48,014,119 

1,103,318 

49,117,437 

33,159,870 

(44,247) 

172,982 

2,522,067 

— 

35,810,672 

175,192 

35,985,864 

23,057,544 

663,551 

(698,445) 

— 

— 

23,022,650 

272,999 

23,295,649 

10,672,424 

— 

— 

2,588,885 

— 

13,261,309 

(501,915) 

12,759,394 

11,986,023 

(59,144) 

50,089 

900,480 

— 

12,877,448 

(898,748) 

11,978,700 

6,835,099 

89,776 

(22,905) 

353,250 

— 

7,255,220 

(49,399) 

7,205,821 

6,057,390 

265,055 

(452,109) 

15,683 

— 

5,886,019 

(292,227) 

5,593,792 

2,178,915 

(8,485) 

(1,240) 

132,729 

94,183 

2,396,102 

123,459 

2,519,561 

1,907,286 

(8,222) 

5,354 

99,508 

113,183 

2,117,109 

130,302 

2,247,411 

1,776,041 

(27,588) 

32,019 

55,979 

73,183 

1,909,634 

74,551 

1,984,185 

— 

— 

— 

1,920,611 

— 

1,920,611 

6,882 

1,927,493 

1,650,498 

(55,330) 

24,115 

160,598 

— 

1,779,881 

56,689 

1,836,570 

1,495,793 

18,332 

(14,103) 

76,060 

107,546 

1,683,628 

95,973 

1,779,601 

693,677 

13,967 

— 

999,893 

— 

1,707,537 

(43,771) 

1,663,766 

2,020,188 

10,303 

— 

100,846 

— 

2,131,337 

(594,145) 

1,537,192 

— 

— 

— 

1,595,112 

— 

1,595,112 

(112,832) 

1,482,280 

48,339 

52,529 

— 

471,198 

— 

572,066 

559,013 

1,131,079 

737,130 

1,569 

959 

26,081 

66,728 

832,467 

44,453 

876,920 

624,940 

3,875 

(11,068) 

25,526 

60,455 

703,728 

31,978 

735,706 

945,205 

2,082 

— 

111,198 

— 

1,058,485 

(425,860) 

632,625 

274,396 

— 

— 

339,474 

— 

613,870 

— 

613,870 

1,193,686 

— 

— 

3,674 

— 

1,197,360 

(589,483) 

607,877 

745,403 

6,023 

— 

165,100 

— 

916,526 

(310,143) 

606,383 

632,177 

— 

— 

78,025 

— 

710,202 

(159,095) 

551,107 

501,665 

1,394 

2,585 

23,294 

— 

528,938 

865 

529,803 

1,178 

— 

— 

387,886 

23,273 

412,337 

(23,017) 

389,320 

375,922 

— 

— 

172,532 

— 

548,454 

(165,213) 

383,241 

177,142 

208 

— 

167,370 

— 

344,720 

1,093 

345,813 

268,070 

— 

— 

179,714 

— 

447,784 

(103,925) 

343,859 

237,581 

— 

— 

167,265 

— 

404,846 

(66,182) 

338,664 

21,904 

— 

— 

344,366 

— 

366,270 

(29,755) 

336,515 

324,225 

2,875 

— 

7,619 

— 

334,719 

(4) 

334,715 

— 

— 

— 

303,856 

— 

303,856 

(18,069) 

285,787 

— 

— 

— 

299,537 

— 

299,537 

(24,213) 

275,324 

439,365 

143 

— 

169,593 

— 

609,101 

(337,891) 

271,210 

40,647 

32 

— 

236,880 

— 

277,559 

(19,322) 

258,237 
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FUND 

Protested  Property  Tax  BN  Fund 

Subsequent  Injury  Fund 

BN  Geraldine  Settlement  Connector  Fund 

1984  Series  A  Bond  Proceeds  Fund 
Social  Security  Fund 

Stripper  Wells  Fund 

BN  Geraldine  Settlement  Fund 

Rail  Construction  Fund 

Livestock-Inspection  &  Control  Fund 

Rock  Creek  Mitigation  Fund 

Flood  Insurance  Fund 

Workers'  Compensation  Building  Fund 

Real  Property  Trust  Fund 

Airport  Loans  Special  Revenue  Fund 

1985  WMC  Fund 

1987  Highway  Debt  Service  Reserve  Fund 

Capitol  Renovation  Fund 

Uninsured  Employers  Fund 

Renewable  Resource  Development  Fund 

Highway  Complex  Sinking  Fund 

DNRC  Water  Development  Fund 

1983  Fish,  Wildlife  &  Parks  Program  Fund 

Forest  Reserve  Fund 

Montana  Tech 

Operating  Reserve  Fund 

Board  of  Oil  &  Gas  Fund 

Livestock-Animal  Health  ERA  Fund 

Northern  Montana  College 

Weed  Control  Trust  Fund 

Job  Service  Building  Fund 

1985  Series  A  Bond  Proceeds  Fund 

Montana  Rural  Rehabilitation  Fund 

Eastern  Montana  College 

Section  155  Grant  Fund 

Series  1981  Fund 

Charles  Bair  Trust  Fund 

HB  820  Debt  Service  Fund 

Everett  Lynn  Trust  Fund 

Wheat  Research  &  Marketing  Fund 

Diamond  Shamrock  Fund 


NET 

CURRENT 

DEFERRED 

AMORTI- 

GAIN OR 

STIP 

MONTCOMP 

MODIFIED 

ACCRUED 

NET 

iSH 

ZATION 

(LOSS) 

INCOME 

INCOME 

INCOME 

INCOME 

INCOME 

— 

— 

— 

249,428 

— 

249,428 

2,433 

251,861 

203,143 

9,282 

(6,891) 

71,902 

— 

277,436 

(29,543) 

247,893 

178,015 

823 

— 

143,443 

— 

322,281 

(89,509) 

232,772 

28,081 

— 

— 

195,375 

— 

223,456 

(12,788) 

210,668 

232,420 

603 

— 

6,041 

— 

239,064 

(33,062) 

206,002 

166,157 

— 

— 

23,158 

— 

189,315 

113 

189,428 

— 

— 

— 

167,557 

— 

167,557 

(12,835) 

154,722 

— 

— 

— 

166,705 

— 

166,705 

(15,682) 

151,023 

— 

— 

— 

154,163 

— 

154,163 

(9,055) 

145,108 

68,456 

133 

— 

14,741 

— 

83,330 

21,367 

104,697 

— 

— 

— 

109,129 

— 

109,129 

(2,334) 

106,795 

— 

— 

— 

111,178 

— 

111,178 

(5,068) 

106,110 

83,047 

1,644 

— 

4,620 

— 

89,311 

963 

90,274 

— 

— 

— 

92,506 

— 

92,506 

(9,483) 

83,023 

— 

— 

— 

80,551 

— 

80,551 

(7,751) 

72,800 

(214) 

5,369 

— 

2,177 

— 

7,332 

65,366 

72,698 

173,843 

— 

— 

61,691 

— 

235,534 

(168,335) 

67,199 

— 

— 

— 

68,005 

— 

68,005 

(4,195) 

63,810 

— 

— 

— 

62,534 

— 

62,534 

(6,145) 

56,389 

46,610 

34 

— 

13,393 

— 

60,037 

(4,866) 

55,171 

— 

— 

— 

61,846 

— 

61,846 

(8,180) 

53,666 

— 

— 

— 

53,086 

— 

53,086 

(5,598) 

47,488 

45,241 

— 

— 

— 

— 

45,241 

— 

45,241 

(12) 

— 

— 

43,918 

3,545 

47,451 

(3,446) 

44,005 

— 

— 

— 

48,057 

— 

48,057 

(4,082) 

43,975 

— 

— 

— 

46,219 

— 

46,219 

(2,307) 

43,912 

— 

— 

— 

40,836 

— 

40,836 

(2,543) 

38,293 

— 

— 

— 

36,288 

— 

36,288 

(710) 

35,578 

27,660 

199 

— 

735 

— 

28,594 

5,587 

34,181 

— 

— 

— 

32,386 

— 

32,386 

(1,232) 

31,154 

17,764 

— 

— 

11,912 

— 

29,676 

140 

29,816 

— 

— 

— 

30,517 

— 

30,517 

(1,193) 

29,324 

10,954 

— 

— 

15,411 

— 

26,365 

(1,006) 

25,359 

— 

— 

— 

27,457 

— 

27,457 

(3,665) 

23,792 

— 

— 

— 

24,971 

— 

24,971 

(1,287) 

23,684 

16,310 

— 

— 

4,680 

3,364 

24,354 

(1,210) 

23,144 

— 

— 

— 

16,144 

— 

16,144 

(1,310) 

14,834 

16,743 

55 

— 

2,532 

— 

19,330 

(4,852) 

14,478 

— 

— 

— 

13,779 

— 

13,779 

(89) 

13,690 

— 

— 

— 

13,419 

— 

13,419 

— 

13,419 
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FUND 

Coast  Trading  Trust  Fund 

1987  Highway  Debt  Service  Fund 

Western  Montana  College 

Warner  Amendment  Fund 

1985  Series  A  Debt  Service  Reserve  Fund 

Agriculture-Grain  Services  Fund 

Moderate  Rehabilitation  Reserve  Fund 

Historical  Society  Donations  Fund 

DNR  Weed  Control  Fund 

Agriculture-Commercial  Fertilizer  Fund 

Bradley  Trust  Fund 

TRS-Minnie  Fullam  Fund 

Teakle  Trust  Fund 

Dixon  Endowment  Fund 

Agriculture-Commercial  Feed  ERA  Fund 

Protested  Property  Tax  Union  Pacific  Fund 

Noxious  Weed  Control  Fund 

1985  Series  B  Debt  Service  Fund 

Water  &  Waste  Water  Operators'  Fund 

1987  Highway  Debt  Issuance  Fund 

General  Trust  Fund 

Woodville  Highway  Replacement  Fund 

State  91 1  Program  Fund 

Merritt-Wheeler  Memorial  Fund 

Oil  Overcharge  Fund 

Foster  Children  Fund 

Nongame  Wildlife  Fund 

Amoco  Oil  Overcharge  Fund 

Board  of  Oil  &  Gas  II  Fund 

Anhydrous  Ammonia  Fund 

Agriculture-Alfalfa  Seed  Fund 

Lula  Mae  Clay  Endowment  Fund 

Protested  Property  Tax  Soo  Lines  Fund 

Caras  Endowed  Scholarship  Fund 

Vouchers  Reserve  Fund 

Highway  ERA  Fund 

Local  Impact  Fund 

Lands  &  Resource  Development  Fund 

Highway  Reserve  Capitalized  Interest  Fund 

TOTAL 


NET 

CURRENT 

DEFERRED 

AMORTI- 

GAIN OR 

STIP 

MONT-COMP 

MODIFIED 

ACCRUED 

NET 

CASH 

ZATION 

(LOSS) 

INCOME 

INCOME 

INCOME 

INCOME 

INCOME 

8,594 

— 

— 

3,681 

— 

12,275 

(1,951) 

10,324 

— 

— 

— 

8,618 

— 

8,618 

— 

8,618 

— 

— 

— 

8,346 

— 

8,346 

(234) 

8,112 

— 

— 

— 

8,471 

— 

8,471 

(809) 

7,662 

— 

— 

— 

6,820 

— 

6,820 

— 

6,820 

— 

— 

— 

5,451 

— 

5,451 

(156) 

5,295 

— 

— 

— 

5,889 

— 

5,889 

(597) 

5,292 

6,369 

— 

— 

1,857 

— 

8,226 

(3,263) 

4,963 

— 

— 

— 

4,655 

— 

4,655 

11 

4,666 

— 

— 

— 

5,040 

— 

5,040 

(408) 

4,632 

— 

— 

— 

— 

4,364 

4,364 

6 

4,370 

(11) 

— 

— 

2,598 

1,818 

4,405 

(193) 

4,212 

— 

— 

— 

— 

4,000 

4,000 

5 

4,005 

3,818 

— 

— 

— 

— 

3,818 

— 

3,818 

— 

— 

— 

3,511 

— 

3,511 

(246) 

3,265 

— 

— 

— 

3,018 

— 

3,018 

30 

3,048 

— 

— 

— 

2,533 

— 

2,533 

5 

2,538 

— 

— 

— 

2,357 

— 

2,357 

38 

2,395 

— 

— 

— 

1,968 

— 

1,968 

(152) 

1,816 

— 

— 

— 

1,480 

— 

1,480 

4 

1,484 

— 

— 

— 

— 

1,455 

1,455 

1 

1,456 

— 

— 

— 

3,441 

— 

3,441 

(2,050) 

1,391 

— 

— 

— 

920 

— 

920 

49 

969 

— 

— 

— 

— 

893 

893 

1 

894 

— 

— 

— 

997 

— 

997 

(205) 

792 

— 

— 

— 

863 

— 

863 

(178) 

685 

430 

— 

— 

240 

— 

670 

(82) 

588 

— 

— 

— 

528 

— 

528 

(55) 

473 

— 

— 

— 

465 

— 

465 

2 

467 

— 

— 

— 

448 

— 

448 

— 

448 

— 

— 

— 

330 

— 

330 

(39) 

291 

— 

— 

— 

159 

— 

159 

2 

161 

— 

— 

— 

95 

— 

95 

1 

96 

— 

— 

— 

— 

91 

91 

— 

91 

— 

— 

— 

76 

— 

76 

1 

77 

482,343 

— 

— 

— 

— 

482,343 

(482,876) 

(533) 

— 

— 

— 

11,190 

— 

11,190 

(16,359) 

(5,169) 

— 

— 

— 

(5,428) 

— 

(5,428) 

(2,975) 

(8,403) 

— 

— 

— 

(993) 
$    19,450,308 

— 

(993) 
$  240,863,947 

(8,088) 
$     (1,280,927) 

(9,081) 

211,294,901 

$      2,342,010 

$     (2,613,269) 

$    10,389,997 

$  239,583,020 
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SCHEDULE C 
SUMMARY  OF  BOND  SWAPS 
FOR  FISCAL  YEAR  1986-1987 


PAR 

PAR 

REALIZED 

DEFERRED 

FUND: 

SOLD 

ACQUIRED 

GAIN 

or  (LOSS) 

GAIN 

or  (LOSS) 

Public  Employees'  Retirement  System  Fund 

$        13,775,863 

$        13,775,863 

$ 

1,148,869 

$ 

41,042 

Trust  &  Legacy  Fund 

12,833,288 

12,833,288 

1,091,259 

33,340 

Teachers'  Retirement  System  Fund 

11,742,123 

11,742,123 

1,414,811 

52,910 

Workers'  Compensation  Fund 

4,978,288 

4,978,288 

210,140 

7,093 

Educational  Trust  Fund 

2,646,575 

2,646,575 

321,978 

8,527 

Resource  Indemnity  Fund 

1,673,288 

1,673,288 

192,457 

2,713 

Permanent  Coal  Trust  Fund 

946,575 

946,575 

240,469 

8,321 

Firefighters'  Unified  Retirement  System  Fund 

500,000 

500,000 

54,405 

2,025 

Highway  Patrol  Retirement  Fund 

445,000 

445,000 

26,232 

379 

Game  Wardens'  Retirement  Fund 

260,000 

260,000 

24,448 

1,206 

Police  Reserve  Fund 

200,000 

200,000 

22,913 

1,326 

Judges'  Retirement  Fund 

75,000 

75,000 

10,816 

307 

Volunteer  Firemens'  Fund 

65,000 
$        50,141,000 

65,000 
$        50,141,000 

$ 

(2,505) 

4,756,292'" 

(3) 

TOTAL 

$ 

159,186': 

(1)  If  the  completed  transaction  method  was  used  for  gains  and  losses  on  bond  swaps. 

(2)  Based  on  the  deferral  method  of  accounting  for  gains  and  losses  on  bond  swaps. 


SCHEDULED 
TYPE  OF  INVESTMENTS 


OTHER: 

Police  Reserve  Fund: 

City  of  Havre  City  Hall  Bonds 

Public  Employees'  Retirement  System  Fund: 

ESC  Building  Revenue  Bond 
Building  and  Land 

Teachers'  Retirement  System  Fund: 

Building  and  Land 
SRS  Building 

TOTAL 


1985-1986 
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1986-1987 


50,000         $ 


50,000 


126,310 

125,711 

15,691 
121,031 

132,998 
1,194,166 

129,234 
1,121,625 

1,629,185         : 

S       1,437,581 

SCHEDULE E 

UNAMORTIZED  DEFERRED 

GAINS  or  (LOSSES)  ON  BOND  SWAPS 

As  of  June  30, 1987 

FUND:  BALANCE 

Public  Employees'  Retirement  System  Fund  $  (10,922, 185) 

Teachers'  Retirement  System  Fund  (5,71 1,882) 

Workers'  Compensation  Fund  (5,283,738) 

Trust  &  Legacy  Fund  (4,439, 1 78) 

Highway  Patrol  Retirement  Fund  (300,612) 

Police  Reserve  Fund  (158,723) 

Sheriffs'  Retirement  Fund  (153,059) 

Game  Wardens'  Retirement  Fund  (126,833) 

Resource  Indemnity  Fund  (103,827) 

Subsequent  Injury  Fund  (99,637) 

Volunteer  Firemens'  Fund  (56,070) 

Judges'  Retirement  Fund  (51,811) 

Coal  Tax  Park  Acquisition  Fund  217,307 

Firefighters  Unified  Retirement  System  Fund  243,205 

Educational  Trust  Fund  759,91 1 

Permanent  Coal  Trust  Fund  2,383,998 

TOTAL  $  (23,803,134) 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
GENERAL  FOOTNOTES 


Income  Yield 

The  yields  for  the  Treasurer's  Fund  and  STIP  are  calculated  by  determining  the  daily  average  invested  balances  and 
dividing  this  into  net  income  for  the  fiscal  year.  All  other  portfolio  yields  are  calculated  as  follows:  two  times  net  income 
divided  by  the  beginning  and  ending  asset  balances  less  net  income. 

INVESTMENT  INCOME  YIELD  SUMMARY 
FISCAL  YEAR  1987 

Treasurer's  Fund  5.49% 

Short-Term  Investment  Pool  6.34% 

Public  Employees'  Retirement  System  Fund  1 1 .88% 

Teachers'  Retirement  System  Fund  1 1 .55% 

Trust  &  Legacy  Fund  12.93% 

Workers'  Compensation  Fund  14.99% 

Highway  Patrol  Retirement  Fund  1 1 .50% 

Judges'  Retirement  Fund  1 1 .52% 

Game  Wardens'  Retirement  Fund  10.87% 

Sheriffs'  Retirement  Fund  1 1 .86% 

Police  Reserve  Fund  13.06% 

Resource  Indemnity  Fund  14.01% 

Coal  Tax  Park  Acquisition  Fund  1 1 .97% 

Permanent  Coal  Trust  Fund  13.57% 

Firefighters'  Unified  Retirement  System  Fund  1 1 .46% 

Volunteer  Firemens'  Fund  12.90% 

All  Funds  11.32% 

Total  Investments 

The  total  Short-Term  Investment  Pool  and  the  Montana  Common  Stock  Pool  investments  as  included  in  the  Type 
of  Investments  differs  from  their  investments  included  in  the  Source  of  Investments  by  the  net  amount  of  $27,661,772. 
The  difference  is  because  the  Type  of  Investments  shows  the  original  cost  of  the  investments  owned  by  the  pools  while  the 
Source  of  Investments  shows  the  participants  cost  of  units  purchased  within  the  pools. 
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500  copies  of  this  public  document  were  published 
at  an  estimated  cost  of  $4.90  per  copy,  for  a  total 
cost  of  $2,450.00  which  includes  $2,450.00  for  print- 
ing and  $.00  fordistribution. 


